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Too often accounting is looked upon as chiefly a matter of figures
the accuracy and correctness of which must be checked and proven.
While double-entry bookkeeping, on which the superstructure of ac
counting rests, does itself rest on a mathematical equation the proven
equality of which gives confidence in the results derived therefrom,
the inexperienced accountant is apt to emphasize unduly the matter of
mathematical correctness. Accounting is far from being just a branch
of mathematics. Its most valuable work lies in the direction of in
terpreting the. results of business operations for the purpose of using
such interpretations in the formulation of business policies and in the
measurement and determination of the relative efficiencies of operation.
This work at practically all points comes up against the human element.
The current publication is particularly opportune, therefore, in that it
points out the relation of the human element to one phase of accounting
work.
The author, Mr. Charles A. Williams, Comptroller of the American
Safety Razor Corporation, has had a broad and varied experience which
lends weight and authority to this pronouncement with regard to the
importance of human relations on the accounting staff. Concerning him
self he says: “I started work in a railroad shop, studied electrical en
gineering, and a few years later was engaged on the Pennsylvania
Railroad tunnel extension into New York City as assistant on the staff
of the Engineer of Electric Traction. On completion of this work I
was employed on engineering construction contracts, such as water power
development and the electrification of steam railroads, in various execu
tive capacities involving supervision of work in the field and general
administration of the contract. Going into industrial work, I studied
accounting and allied subjects, was for several years on the staff of
Lybrand, Ross Bros. and Montgomery, and for a while engaged on
private work.”
During the world war, he served for two years in France as a
Captain in the A. E. F. He has been in his present position since 1919,
when the American Safety Razor Corporation was formed by the con
solidation of several independent companies. His has been the task of
constructing an accounting system, establishing procedures, and building
a personnel capable of efficiently operating the accounting function in
his organization.
This paper was presented at the session of the Eastern Regional
Conference of the N. A. C. A. held in New York, February 20-21, of
this year.

THE HUMAN ELEMENT IN MATERIAL CONTROL

The problem of the control of material may be most appro
priately considered after the agony of inventory taking has been
passed. Then one can look back upon the year just closed with the
annual sigh of relief and the annual resolution to do better next
time. “Thank the Lord—that’s over” is a fitting remark to place
at the end of our inventory adjustments.
The expression “inventory adjustments” is in itself a con
fession that something is wrong. Let us view a typical situation.
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Everything is adjusted, covered and balanced and of course next
year we will not have the disconcerting differences that in some
mysterious malicious manner placed a halo of gloom over the month
of December. But when next year passes into the discard, we find
that some of our old friends are still with us—not as vigorous and
vicious as usual, perhaps, but their very presence is a ghost that
stalks with us through the year and somehow will not be put aside.
So it goes from year to year, and a shadow of doubt is always
hovering over the monthly statements. Inventories are a source
of dread, sometimes dealing a severe blow to our fondest hopes and
often exhausting the very complete stock of alibis with which all
accountants are provided.
An examination into the source of this difficulty is certainly
worthy of all the effort that can be devoted to it. It is a difficulty
of prime importance that results from one cause—the lack of con
trol of material. The other elements of cost, labor and expenses,
do not present any special difficulties. They can be controlled
with an exactness that is practically obsolete. Their values can
be measured with an accuracy that eliminates the possibility of
error. There is no loss.
Material, however, is by its nature full of variables. The con
trol of materials presents two main problems: 1. that of valuation
control, and, 2. that of quantity control. The problem of valuation
control is important enough to require separate consideration and
will not be treated here. Quantity control is the problem for our
present attention.
Cost accounting is not an exact science. Like conditions do
not bring like results in the science of cost accounting, because
there is added to the three basic elements, material, labor, and
expense, a forth element, viz., the human equation. It is the in
troduction of this human element which removes cost accounting
from the realm of exact science and puts it in the category of those
things which are influenced by opinion and by errors of execution.
The human element is a larger factor in material control than
in the other elements of cost. In fact, so far as labor and expense
are concerned, these are both susceptible to an exact accounting and
complete control. The whole problem centers on material.
In this matter of material control there are two points of
view: 1. that of the the man who installs a system of material con
trol and then departs, and, 2. that of the man who stays and suffers
with it. To one who has been in both positions, the answer is plain.
It is better to depart. Beautiful theories often bring weird results
and most systems of material control do not work; at least, not
with the degree of success that we have a right to expect. They do
not work because where theory ends and practice begins there
enters on the scene that most variable of variables, the human
element. A well-planned system ought to place any cost element
under control, and the professional cost accountant can certainly
plan a system for quantity control of material. If the system of
control is theoretically correct, then this human element is re
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sponsible for any lack of control that may result. The problem
seems to be one of management. From this point of view, there
fore, let us see what can be done about it.
A system correct in theory to the “nth” degree has been in
stalled, let us assume, by an army of professional accountants than
whom there are none better. They have come, they have done their
best, they have rendered their bill and have absolutely and perma
nently departed from the scene. The organization heaves a great
sigh of relief and proceeds to show the comptroller that the system
will not work. The human element brings out its axes and ham
mers and proceeds to disfigure a once proud and beautiful crea
tion. Time passes quickly, inventory time comes around, and our
old friends, those disconcerting differences, are apt to be right
where they always were.
A point here may be worthy of attention—a point of construc
tive criticism, perhaps, but important because it is a source of orig
inal error that is apt to strengthen the defects of the human ele
ment rather than to overcome them. Accountants to-day are devel
oping a degree of diplomacy which is going a long way toward
overcoming the natural antagonism of the workers in the organiza
tions of clients; a natural antagonism to anyone who comes to make
them more efficient, to show them how to do better work, to get
better results, or, as the worker is inclined to put it, “to impose
their ideas on others.” Diplomacy of this sort is very good, and,
with the intelligent aid of the executives within the client’s organ
ization, this natural antagonism of the human element is to a great
extent softened down. It might sometimes be well to go a step
further and to give the workers the idea that the system or the new
plan is being put in by one of their own executives and that the
accountants are helpers whom he has temporarily employed to
aid him in the installation. The point here is quite obvious so far
as its effect on the human element is concerned.
Furthermore, the idea that the work of the cost accountant
is completed as soon as a system is installed is wrong in theory
and poor in practice. Professional service should always keep in
touch with the work installed, and this is especially true with
regard to cost accounting service. It is quite evident to-day that
business executives would much appreciate a more or less continu
ous contact with the professional accountants who have done the
installation. The accountants owe it to themselves to see that this
service is rendered. These are important considerations which
bear upon the human element in all phases of accounting, and, of
course, upon the present problem.
If there were no errors of judgment and of execution, the
human element would function perfectly and present no problem.
Using the term “error” in its broadest sense, this then is really
the center of the problem. Let us see what are the main causes of
human error and what can be done to overcome or minimize them.
Outside of physical defects and character weakness, the two
principal causes of human error are ignorance and carelessness.
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When combined in the same individual, this is a combination that
is almost unbeatable, and the solution of the difficulty is generally
found in a change of employment for the individual so encum
bered. Let us picture in our minds a perfect system of material
control being operated by a corps of storeskeepers, material
checkers, shipping clerks and recording clerks who are each and
every one of them ignorant and careless. Imagine the same crew
devoting their talents to the taking of stock at inventory time.
Imagine the result. This situation, of course, is an exaggeration,
but it exists to a certain degree everywhere. When we attempt to
reconcile book records against an inventory that is itself a comedy
of errors, then we have a cross-word puzzle that takes months or
years to solve. An inventory is an inventory only when it is cor
rect as to quantities and descriptions of articles. Otherwise it is
worse than nothing, because its errors will rise up to smite us
when the next inventory is taken.
When an inventory is presented to the cost department, all
nicely bound up and ready to be priced and valued, we are inclined
to look upon it as the last word, beyond which there can be no
recourse. Here it is; this time it is a real inventory; everything
counted twice, checked and rechecked. If there are any differences
in quantity, they must be the result of errors in the stores records.
Everyone has heard this soothing song and perhaps has sung it
himself upon occasion. But it is soon discovered that for some
unaccountable reason there are differences. This wonderful double
barreled inventory does not agree in many ways with the perpetual
inventory records—perpetual, as one man said, because there is no
end to the work. So, now, what is to be done? Let us take certain
items and count them again. We find the inventory quantity appar
ently correct. We check back here and check back there. The
clerical work on the records is found to be errorless. Well, then,
if this inventory is correct and the records since the previous
inventory are correct, how can we account for this inventory
being in excess of the records on these items in question? The
previous inventory must have been wrong. Probably it was wrong.
Cases have been known where two men would count certain mate
rial and get the same result and then two other men count the same
material and get a different result, and both teams were careful
and experienced men. Strive as we may, this human element will
always be present to cause errors, and in the handling of material
and material records, the effect is worse because the errors do
not present themselves at once and sometimes not for a long time.
After all, what is an inventory? Is it not the best possible
count that can be obtained of all material on hand at a certain
date ? Is it not the starting point for the new fiscal period, as well
as the stopping point for the old ? Can we ignore the fact that its
errors affect two fiscal periods instead of just one? Are we not
justified in lending every resource of system and management to
the perfection of the inventory itself? To do this we must be ever
lastingly at it. Long periods should not elapse between inventories.
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Never mind the fiscal year; that should have nothing to do with
the problem. Inventories and closing of books should be divorced
from each other. Take care of the inventory and the books will
take care of themselves and be closed when books should be closed,
i.e., immediately after the end of the fiscal year, and not two or
three months later. The way to take care of the inventory is to put
enough competent men on the job; and the time to take the inven
tory is not this time or that time, but all the time. Make daily
test counts on specific items, monthly inventories on certain com
plete sections of stores, immediate investigation of differences and
adjustment of errors. Thus we can have several complete inven
tories of all divisions of stores during the fiscal year, instead of
one or two. The monthly statements of earnings will be given an
added factor of safety and the cloud of doubt removed. At the
end of the fiscal year no inventory problem presents itself be
cause there are no inventories other than those sections of stores
which naturally fall due at that time. The books may be closed
without delay and without heavy adjustments. All this means
simply that we have watched and checked and counter-checked the
human element every month and day throughout the year and
reduced the effect of human error to a minimum.
We should perhaps touch briefly here upon the aid to mate
rial control that can be obtained through scientific storage, the
use of code designations to show article, stores division and gen
eral location of each item of material, and the use of sorting and
tabulating machines whenever feasible—all of which contribute to
the elimination of error in the handling of material and the keep
ing of records. These and other points are worthy of more detailed
consideration than can be given here, but are mentioned as ways
and means of reducing the effect of the human element.
The human element, instead of being hired and fired as a rem
edy, should be developed, and in most cases can be developed, so
that ignorance and carelessness will be reduced to a minimum. It
goes without saying, of course, that care should be exercised in
the original selection of men, but it is often the case that the
annual or semi-annual inventory brings with it the loss of some
men who have a real salvage value. A high percentage of labor
turnover in material control departments is certainly not a cure
for a lack of control. New men are apt to be no improvement
over their predecessors and it takes time to discover this fact, to
say nothing of the halt in the march of improvement.
Ignorance means not so much ignorance of the details of par
ticular duties; it embraces lack of knowledge, lack of tact and lack
of foresight. In a man of average intelligence, it can be overcome.
It can be overcome provided the man is willing to listen to reason
and is by nature receptive to suggestions from others. Much
patience is required on the part of those in charge of a man’s work
if he is to overcome the handicap of ignorance. Instruction after
error is better than harsh discipline, although sometimes both
should be applied. Experience seems to indicate that where there
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is no response to the first efforts to overcome a man’s ignorance
it is quite useless to continue the effort. Some individuals who
show a considerable amount of ability are so absolutely lacking in
the acquirement of knowledge, tact, and foresight that their useful
ness is hopelessly impaired. It is not easy to show a man his errors
and how he can correct them. It takes time, tact, and patience on
the part of those for whom he works. Sometimes the individual
is best dealt with alone, but not always; and excellent results can
be obtained from holding informal meetings of men whose work is
related. At these meetings shortcomings are discussed in a friendly
spirit and here, too, oftentimes suggestions for improvement orig
inate from the men themselves. They know then that it is with
the spirit of true co-operation that improvement in the human ele
ment is sought. Most normal persons will, in these days of mod
ern enlightenment, respond favorably to this method, and any who
fail to do so are of a type which it is useless to try to improve.
Carelessness is a greater and more inexcusable fault. In some
cases it is hopelessly imbedded in an individual, but in most cases
it can be worked out. It can be worked out if we can identify it
from ignorance, because it requires different treatment. An error
in the first instance may be due to ignorance, but repetition of
the same error is a sure indication of carelessness. To show the
evil results of carelessness and to demonstrate how it hampers the
progress of the individual will sometimes overcome it, but experi
ence indicates that if there is any cure the best one is a relentless
discipline of the individual so as to drive home the idea that care
lessness will not be tolerated. In a New England factory a young
man who had worked there but a short time was dismissed on
the spot for displaying carelessness of a high order. To-day he is
again working in that factory at a responsible job that requires
great care and attention to detail. The shock cured him perma
nently. We cannot temporize with carelessness as we can with
ignorance. The remedy either works quickly or not at all.
There is ample proof in practical experience that the human
element can be developed, that the improvement from within can
be obtained, and that it deserves attention. In a plant in the Middle
West an executive with no judgment of men, no appreciation of
the human element, and no realization of its possibilities, to whom
all men were the same, all ignorant, all careless—always had been
and always would be—was getting such poor results and had what
appeared to be such a poor staff that the situation looked quite
hopeless. Nothing came out right, inventories and records were
always far from agreement, and both were full of errors. The
executive’s answer that everyone was hopelessly ignorant, care
less, and generally incompetent did not help in any way to solve
the problem. He did not, of course, include himself in this cate
gory. As a matter of fact, there was nothing wrong with the cost
system, but the human element was out of control. These diffi
culties were eventually almost entirely eliminated without any
change in the cost system and but little change in the personnel.
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It was a task to train the same workers along new lines of thought
and action, and it took time, but the response of the men to the
new methods was in most cases good. With ignorance and care
lessness reduced to a minimum, and a spirit of co-operation injected
into the men, the improvement in the control of material was very
marked. This was a problem in cost accounting, because the cost
system was not functioning properly and the answer was found
in the human element.
So in controlling material we have a primary problem of con
trolling the human element which in turn controls the material.
Some material will evaporate or melt away or undergo some chemi
cal or physical changes of its own, but taking the question in a
general way there is nothing that can happen to material without
the action of some human element. Install a good system, control
the human element, and the material control is assured. Men
should be educated not only to their own particular duties, but
to the other jobs with which their duties dovetail. They should
be shown as far as possible how the whole scheme, of which they
are a part, works; and the ill effects of friction among themselves
should be demonstrated so that co-operation will be encouraged
and become their watchword. Initiative should be encouraged,
suggestions from the men tested whenever possible, and a general
atmosphere created which will cause each man to bring out the
best that is in him. Discipline should not be sacrificed, but it
should be of a character to spur men to higher endeavor rather
than breed in them a feeling of uselessness. Rewards should be
given for exceptional merit, but never for doing the obvious. These
things are not easy to do, but they are worth while.
What is said of the human element in material control applies
as well, of course, to any problem where the human element enters,
but it should not be forgotten that in our efforts to solve this
problem of the control of material we should watch carefully the
human element, for it can make or break the most ambitious plans.
Eternal vigilance is the price of perfection.
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